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Rogue Justice 

What Really Sparked the Vendetta Ag 



AW 


By MAGGIE MAHAR 


T WO weeks ago, Barron’s 
told the story of INSLAW, 
a small software company that 
landed a $10 million contract 
with the Justice Department in 
1982. Bill Hamilton, INS- 
LAW’S 42-year-old founder, 
was jubilant when Justice 
bought the Prosecutor’s Man- 
agement Information System 
(PROMIS), which he had spent 
his life— and his life’s savings— 
building. But then things took a 
mysterious and nasty turn. Jus- 
tice began withholding pay- 
ments. Contract disputes multi- 
plied. Threats accelerated. Bill 
Hamilton couldn't understand 
what was happening or why. 
But he knew INSlAW’s cash 
flow was shriveling, By 1985, 
INSLAW was in financial 
shambles, and Bill Hamilton 
ended up in federal bankruptcy 
court. And there, last fall, a fed- 
eral bankruptcy judge handed 
down an astonishing ruling. 

Judge George Bason found 
that the Justice Department had 
purposefully propelled INS- 
LAW into bankruptcy in an ef- 
fort to steal its PROMIS soft- 
ware through “trickery, deceit 
and fraud.” On Feb. 2, 1988, 
Bason ordered the Department 
of Justice to pay INSLAW 
about $6.8 million in licensing 
fees and roughly $1 million in 
legal costs. He postponed a de- 
cision on punitive damages— 
which could run as high as $25 
million. 

Trial testimony revealed an 
unexplained senes of “coinci- 
dences” surrounding the INS- 
LAW case, including the fact 
that Justice appointed C, Madi- 
son “Brick” Brewer to oversee 
the INSLAW contract. Brick 
Brewer had worked for Hamil- 
ton— until Hamilton fired him 
in May 1976. After listening to 


Brewer’s testimony. Judge Ba- 
son wrote that he could not un- 
derstand why Justice picked a 
man “consumed by hatred" to 
administer the contract with a 
former employer. He also 
couldn’t fathom why top de- 
partment officials ignored com- 
plaints from INSLAW attor- 
neys when Brewer began with- 
holding payments. “A very 
strange thing happened at the 
Department of Justice . . ob- 
served Judge Bason, leaving 
open the question as to just 
why, at the highest levels, the 
U.S. Department of Justice con- 
doned a vendetta against a 
small, private U.S. company. 

It was November of 1987 
when Judge Bason rejected a 
Justice Department motion to 
liquidate INSLAW. Not quite 
one month later, Judge Bason 
learned that he would not be 
reappointed to the bench, i a the 
past four years, only four of 136 
federal bankruptcy judges seek- 
ing reappointment have been 
turned down. Bason was re- 
placed by S. Martin Teel, one of 
the Justice Department attor- 
neys who unsuccessfully argued 
the INSLAW case before him. 

Bason observes that the Jus- 
tice Department will now have 
a “third bite of the apple’’ on 
the question of punitive dam- 
ages. Judge Teel has recused 
himself from the case, and the 
Justice Department is appeal- 
ing. So INSLAW vs. the United 
States of America hangs in 

limbo. . , _ 

I he INSLAW case also left 

a Justice Department whistle- 
blower waiting for the verdict 
on his 21 -year career. When 
Barron’s began reporting the 
INSLAW story two weeks ago, 
we interviewed Tony Pasciuto. 
Pasciuto revealed how a Justice 


Depa rtment colleague responsi- 
ble for paying contractors’ bills 
said he divided them into three 
piles: “One pile he would pay 
right away, the next pile when 
he got around to it, and then hr 
opened a drawer and pointed to 
some invoices in the drawer and 
said, ‘These invoices may never 
get paid. If you’re on the bad 
list you go in this drawer*" 
INSLAW was on the bad list. 

Pasciuto also repeated what 
he had been told by Cornelius 
Blackshear, a federal judge and 
former U.S. Trustee based in 
New York. Blackshear had con 
fided that his Justice Depart- 
ment superior in Washington 
was pressuring him to send 
someone down to D.C. to help 
liquidate INSLAW. Appar- 
ently, Washington wanted to 
make sure that the job was 
done. 

When INS LAW’s lawyers 
deposed Blackshear, he con 
firmed the story. During INS- 
LAW’s suit. Judge Blackshear 
recanted. Meanwhile, about one 
hour after Pasciuto was subpoe- 
naed to testify, his superiors in 
the Justice Dcpaitmcnt offered 
him a long-awaited transfer to 
Albany, N.Y. 

Feeling scared and “out 
there all alone," Torn IVwmio 
bought a house in Albany and 
changed his story. Close to 
tears, he recanted on the stand. 
Judge Bason recalls the scene: 
“Mr, Pasciuto seemed to be ha 
sically a very honest person who 
had been caught up amongst a 
gang of very lough people and 
he just didn’t know what to do. 

According to Pasciuto, after 
he testified, Judge Blackshear 
met him at a party and said. 
‘Tm/sorry. . . . These people 
canic up from Washington and 
the U.S. Attorney’s oft ice. I go* 
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W HEN si* Department of Justice 
officials resigned last week, de- 
partment spokesmen insisted that they 
were NOT leaving because they feared 
Attorney General Edwin Mccsc was 
about to be indicted. Nor had thev 
beaten their wives— should anyone ask 
But, according to Sorroft j sources inside 
Justice, their exodus represents the cli- 
max to a much larger, subterranean 
game of musical chairs that has been 

going on in the Department of Justice 
for the past 18 months. 

“I know of at least 50 or 60 career 
government employees who have 
reassigned or forced out,*' says one dc 
part merit insider. Another charges the 
department with using FBI background 
checks in order to manufacture reasons 
for forcing employees to leave. “The v’ re 

trying to find-or force-openings fo, 

political appointees that they want to 

bury as what we call -moles 1 in the 

department, explains a longtime Justice 

Department hand. -They bury the 

moles so that the neat administration 
can t find them. 

The moles, he goes on, arc political 
appointees w'ho arc moved into GS 
(government service) jobs normally 
held by career government employees. 
It could lake the next administration 
two years to figure out who arc the 
career employees and who arc the politi- 
co! appointees dropped mto their slots," 

" ** In meantime, the moles 
wui be in place -and they’ll have the 
historical knowledge of how the organi- 
zation works— everyone else will be 

gone." 

But even while the moles are bur- 
rowing in, the rumor among them is that 
sunlight is about to flood the shadowy 
reaches of the department. For last 
week’s resignations suggest that Special 
Prosecutor James C. McKay is coming 
closer to addressing the question: “Was 
there justice at Justice dunng the past 
four years?" 

The INSLAW affair suggests a dis- 
quieting answer, for the virtually unpub- 
Ucized case serves as a window on how 
Justice did business dunng the Meese 
years, In his blistenng ruling. Judge Ba- 
son charged that the department com- 
mitted a senes of "willful, wanton and 
deceitful acts . . . demonstrating con- 
tempt for both the law and any pnnciplc 
of fair dealing .” 

Ongmaily, Bill Hamilton, INS* 
LAW’S founder, thought that only one 
mid-level Justice Department official 
was willfully and deceitfully out to get 
him: C Madison ‘Bnck’ Brewer, the 
former employee whom he had fired, 
When Hamilton and his wife. Nancy, 
put their six children in the family sta- 
tion wagon and drove to a federal coun 
on June 9, 1986. to file a suit against the 
United States government, they firmly 
believed that Brewer was their nemesis 
But as the tnal progressed, their c cr- 
Umty gave way to doubts. Why did 
Justice put Brewer m that critical and. 
under the circumstances, highly im- 
proper position — and allow him to re 
main? Why did the Justice Department 
refuse to settle? Why were the govern- 
ment’s lawyers, seemingly not satisfied 
with bankrupting INSLAW, pressing so 
ha d to liquidate the company 7 When 
the trial was finally over at the end 
of 1987, Bill and Nancy Hamilton had 
won their case, but they still wanted to 
mow *hy their company was near nun 
So they followed the counsel of Elliott 
Richardson, one of their atiomevs. Thev 
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When Bill Hamilton sat 
down, m good faith, to negoti- 
ate d deal with the Justice De- 
partment, the people on the 
other side of the table were not 
dispassionate government offi- 
cials. ‘ hey were instead a hos- 
tile crew, inspired apparently by 
old scores and private interest, 
Whether carefully organized or 
spontaneously launched, the at- 
tack was successful— for a 
while, anyway. When the prin- 
cipals and the department were 
suddenly in danger of exposure, 
Hamilton charges, the cover-up 
spread out to embrace the Jus- 
tice Department bureaucracy, 
the IRS, and Jensen’s succes- 
sor-former Deputy Attorney 
General Arnold Burns— one of 
the six who quit last week. 

"They circled their wagons,” 
Judge Bason wrote. The defense 
became an offense, and an at- 
torney, a Justice Department 
whistle-blower, and the judge 
himself all lost their jobs. 
Today, only two of the three 
have found work. 

Hamilton is luckier IBM has 
become INSLAW’s savior— res- 
cuing the company from the 
auction block, and vindicating 
the worth of its product. Mean- 
while, some Senate staffers 
looking into the INSLAW case 
believe that it raises questions 
about Project Eagle, a much 
larger scheme to computerize 
the Justice Department, the 
5200 million contract is sched- 
uled to be awarded before the 
end of the year. 

The deeply troubling ques- 
tions about INSLAW remain. If 
anything, they are magnified 
by last week’s departures from 
Justice: "Why?” and, “How 
High?" 

"Start," Bill Hamilton says, 
"with Hadron ” For Hadron is, 
indeed, as Laiti allegedly 
boasted, “well-connected in the 
Administration." It is controlled 
by Dr Earl Brian, the longtime 
fnend of Ed Meesc who owns 
Financial News Network (Bar- 
ron's. Feb. 29 J. In fact, business 
dealings between the Meese 
family and Brian’s company im- 
periled Meese’s 1984 nomina- 
tion. And Hadron, Hamilton 
charges, is one of the keys to the 
mystery of why INSLAW be- 
came the victim of rogue justice 

Hadron boasts a history re- 
plete with acquisitions, lots o; 
government business — and 
brushes with the SEC. 

The outfit emerged in 1979 
from the ashes of Xonics. a no- 
torious high-tech fiasco founded 
and headed by a colorful 
wheeler-dealer named Bernard 
Katz Barron's described Xonics 
in 1976 as a company with a 
knack for “recognizing income 
as fast as possible and deferring 
expense as long as it decently 
could." 

In 1977, the SEC brought a 
lawsuit against Xonics, accusing 
top management, including 
Katz, of fraud and manipulai- 
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ing the stock’s price, in part by 
using Xonics stock to acquire 
other firms. Besieged by two 
shareholder suits, Xonics agreed 
to a permanent injunction in 
April of that year. The company 
did not admit to any wrong- 
doing. 

But the nimble survived. In 
1979, Dominic Laiti gathered a 
group of former Xonics execu- 
tives, and bought Hadron. By 
1983, the company was lauded 
in the press as "an investment 
banker’s dream." 

For the child had, it ap- 
peared, inherited the parent’s 
acquisitive streak, snapping up 
nine companies in just three 
years The offspring did run 
into a few SEC snags of its 
own, however In 1981, the SEC 
ruled that the limited partner- 
ships Hadron had set up to fund 
its R&D efforts were in truth a 
form of loan financing rather 
than a source of revenue. By 
1982, Hadron bad lost $4.5 mil- 
lion and another shareholder 
suit was pending. 

But by 1983, Dominic Laiu’s 
group appeared to be on a roil, 
acquiring their way into an ex- 
citing new industry: lasers. Laiti 
was quoted as saying, “There’s 
the potential for very, very 
rapid growth.” 

Unfortunately, the roll 
turned out to be a very, very 
rapid roller-coaster. By Febru- 
ary of 1984, Hadron was an- 
nouncing sale of its “money-los- 
ing laser-equipment division " 
In the third quarter a year ear- 
lier, Hadron had earned a 
penny-a-sharc profit, but by 
early 1984, it was sinking $1.2 
million into the red. Hadron s 
ups and downs continued; a loss 
of $231,000 for the 1986 fiscal 
year, a profit of $852,000 a year 
later— despite a i3% decline in 
revenues. 

Since 1979, the price of Ha- 
dron’s stock has followed the 
same pattern, swinging wildly 
from its high of 6 Vi in Decem- 


ber of 1980 to a low of V* in 
March of 1985. In the past 
couple of years, the stock has 
been trading in a narrower 
range between 3 A and 1 11/16, 
and an investor complains that 
as far as he knows, the company 
hasn't had a shareholders’ meet- 
ing since 1983. "I’m not so 
much perturbed that they don’t 
meet— I wouldn’t care if they 
never met, if the the stock were 
up around $5 or $6,” this sizable 
holder laments. 

Still, Hadron has kept 
bouncing back— with a little 
help from Uncle Sam: namely, 
contracts with the Pentagon, a 
fat settlement with the Agency 
for International Development 
and, most recently, a gigantic 
contract with, yes, the U S. De- 
partment of Justice, 

Hadron's government con- 
nection can be traced to Ear! 
Bnan, who was president of 
Xonics, Hadron’s parent, until 
October of 1977. Brian slipped 
away from the company dis- 
creetly, just six months after 
Xonics rolled over and agreed 
to the SEC injunction, Brian 
was never charged with any 
wrongdoing; four Xonics offi- 
cers were required to sign the 
consent decree, and he was not 
one of them. 

Ostensibly, Dominic Laiti 
led the investor group that then 
rescued Hadron from the ruins 
of Xonics, but somehow Brian 
managed to keep hts hand on 
the levers. Today, Laiti— the 
man who allegedly phoned Bill 
Hamilton— is Hadron’s chair- 
man, but Brian’s business-de- 
velopment company controls 
four of the six seats on Hadron’s 
board. 

In March of 1981, Brian 
resigned from Hadron’s board 
in order, he said at the time, “to 
divest himself of Hadron to fa- 
cilitate future transactions” be- 
tween his business-development 
company, Infotechnology, and 
Hadron "under the Investment 


all bids went 

pro- 


Company Act of 1940 " But by 
January 1984, Bnan was back 
on Hadron’s board, and. ac- 
cording to the 1987 annual re- 
port, he’s still there, though Ha- 
dron is continuing to do deals 
with Infotech. In October 1987, 
Hadron sold Atlantic Contract 
Services to Infotech at book 
value for a combination of cash 
and Infotech common stock in a 
deal valued at roughly $300,- 
000 . 

"Brian does an awful lot of 
buying and selling,” the dis- 
vgruntled Hadron shareholder 
observes. “He’s making money 
at it, but I’m not sure his share- 
holders are making money 1 
know that, as a shareholder of 
Hadron, I’m not making any 
money." 

Still, in the spring of 1987, 
Hadron moved into the black, 
in large part because it received 
$1.6 million from the Agency 
for International Development. 
The AID settlement came after 
the U S government cancelled 
a Hadron subsidiary’s business 
with Syria, 

But the AID money wasn’t 
the only lucky boon from Uncle 
Sam. The government has long 
been a Hadron client' In the 
1987 fiscal year, approximately 
34% of the company’s revenues 
came from the Department of 
Defense. And most recently, a 
Hadron subsidiary. Acumedics, 
locked up a $40 million contract 
with the Department of Justice. 

Hadron never did acquire 
IN SLAW. But there’s more 
than one way to skin a Justice 
Department software contract. 
Last October, Hadron’s Acume- 
dtes division signed the $40 mil- 
lion deal to provide automated 
Imgation-support services for 
Justice’s Land and Natural Re- 
sources division, 

When the Acumedics con- 
tract was awarded, competitors 
groused that the bidding process 
was unfair. Justice officials re- 


spond that 

through a stringent review 
cess. 

“There was absolutely no 
pressure on me- Ii was one of 
the cleanest procurements I've 
been involved in," recalls Steve 
Denny, the contracts officer on 
the case, 

Justice Depanmem officiab 
also pointed out that the $40 
million deal was essentially a 
continuation of a 1983 contract 
Acumedics began doing busi- 
ness with the Justice Depart- 
ment in 1970 as an 8(a) minor- 
ity business In 1983, Acume- 
dics was acquired by Hadron — 
and lost its 8(a) status But 
even without the favored status, 
Hadron somehow managed to 
hold onto the business, and win 
a four-year competitive bid con- 
tract. Shortly after the acquisi- 
tion, Earl Bnan reappeared on 
the Hadron board, and, recalls a 
former Hadron executive, told 
the board, “If we needed any 
help in marketing at Acume- 
dics, he had been a member of 
Reagan's Cabinet, he knew peo- 
ple— and would be willing to 
make phone calls." The Hadron 
alumnus adds: "He was just be- 
ing nice.” According to Federal 
Computer Week, a trade publi- 
cation: “A competitor for the 
1983 contract, who declined to 
be named, said his company no 
longer bids on Justice Depart- 
ment contracts. He explained 
that, after losing the 1983 con- 
tract to Acumedics, ‘We took a 
look at their bid compared to 
ours, and it was about $1.5 
million over ours.’ " 

Now, the size of Acume- 
dics’s newest deal with the go\ - 
emment has raised old ques- 
tions about the man behind the 
Hadron subsidiary. Dr Earl 
Brian, and his connection to Ed 
Meese. A venture capitalist, and 
former neurosurgeon. Dr. Brian 
practiced medicine in Vietnam, 
then returned to the States, 
where he became health and 
welfare secretary m then-Gov. 
Reagan's California cabinet. 
There, he served with Ed 
Meese, Reagan’s chief of start 
until 1979. Today. Bnan owns 
and oversees Infotechnology 
(which controls Hadron), the 
Financial News Network, and, 
most recently, he headed up an 
investment group that bought 
the right to run United Press 
International. 

The Bnan connection be- 
came an embarrassment during 
Ed Meesc’s confirmation hear- 
ings when Meese acknowledged 
that his wife, Ursula, borrowed 
$15,000 from a Meese adviser, 
Edwin Thomas, in order to buy 
stock in Brian’s company. Coin- 
cidentally, just six months Later. 
Brian lent S 100.000 to 1 homas. 
who by then needed money 
himself- and bad become a 
member of the White House 
staff Neither Meese nor 
Thomas listed the loans on their 
financial disclosure statements 
Meese paid no interest, and 
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only partial interest, 
,ng a six-month uivcsti- 
independent counsel 

.duded that there was no 
for criminal charges 
against Meese, and while “infer- 
coctt might be drawn from Mr. 
Thomas’s contact with Dr. 
Brian . „ , whether Mr. Thomas 
or Dr. Brian committed a viola- 
tion of law was not within our 
jurisdiction. Even if we were to 
make an assumption that Mr. 
Thomas might have been acting 
on insider information, we have 
been given no evidence by the 
C" 

Bill Hamilton learned of the 
connection between Hadron, 
Brian and Meese only after the 
INSLAW trial ended. But then, 
remembering what Hadron’s 
Chairman Dominic Laiti said 
about being politically con- 
nected— not to mention “ways 
of making you sell"— Hamilton 
thought he glimpsed an omi- 
nous pattern. 

Hamilton believes the Jus- 
tice Department mounted its at- 
tack 90 days after the Hadron 
phone call, “with the apparent 
objective of forcing INSLAW 
either to agree to be acquired, 
or into bankruptcy ” Earl Brian, 
Hamilton is convinced, would 
have been happy to pick up 
INSLAW cheaply— at a liqui- 
dation sale. 

Moreover, Hamilton has 
reason to believe that the No. 2 
man in Justice, D. Lowell Jen- 
sen, wasn’t at all disposed to 
save INSLAW from the auction 
block. For, years earlier, Jensen 
had competed with INSLAW’S 
product, PROMIS, head-on. 
While holding public office in 
Alameda County, Calif., Jensen 
was promoting a rival software, 
DALITE, that he hoped would 
be used statewide. Jensen lost. 

Jensen served as Alameda 
County district attorney in the 
early 1970s and dunng that 
time he tried to persuade other 
DA offices to adopt DALITE, 
the case-tracking software sys- 
tem that he helped develop. To 
that end, Hamilton alleges, Jen- 
sen urged the California District 
Attorneys Association to incor- 
porate. By incorporating, the as- 
sociation would be in a position 
to apply for grants, receiving 
and administering funds needed 
to finance DALITE training 
statewide. But, Hamilton re- 
calls, the very month that the 
association finally incorporated, 
the Los Angeles District Attor- 
ney’s office, the state's largest, 
chose INSLAW’S PROMIS 
software — dashing Jensen s 

hopes for DALITE. 

Larry Donoghue, now dep- 
uty district attorney for the 
County of Los Angeles, remem- 
bers the keen rivalry He was in 
charge of selecting software for 
the L.A. office at the time, and 
he recalls visiting Alameda 
County while making on-site 
inspections: "Jensen called me 
into his office and I went away 
feeling what I regarded to be 
unusuai and significant pressure 
to select the DALITE system. 
But PROMIS was a more suit- 
able system for a large office. 
After I made the recommenda- 
tion to L.A., I remember my 


conversation with Joseph 
Busch, who was district attorney 
there at the time, I said, ’Joe, 
whafs your reason for hesitat- 
ed. ’Larry, there is 
to my selecting 

PROMIS.’ The resistance 
couldn’t have come from within 
the L.A. office,” Donoghue 
adds, “no one there knew any- 
thing about software. By a pro- 
cess of eli min ation, it must have 
come from Alameda County.” 
When Barron 's attempted to 
reach Jensen for a reply, his 
office stated that, because the 
INSLAW case is still pending, 
he could not comment. But dur- 
ing the trial, Jensen conceded 
that he had been a critic of 
INSLAWs software. Yet, he 


insisted, DALITE was not a 
commercial product available 
for sale to the public, and he 
had no financial interest in it. 

Jescn didn’t own DALITE 
any more than Bill Hamilton 
owned PROMIS when he first 
invented it Like DALITE, 
INSLAW’S PROMIS began as 
a government product Bill 
Hamilton developed it while 
working as a consultant for the 
U-S. District Attorney’s office 
in D.C. in 1970, and unproved 
it while working for a not-for- 
profit company funded by he 
Justice Department PROMIS 
became commercial software 
only after Hamilton left this last 
job in 1981, formed INS! AW, 
and raised private funds to re- 


finc PROMIS, The software 
then became a proprietary, and 
highly profitable, product Pre 
sumahty Jensen might have 
the same luck with DALITE— 
if PROMIS had not won the 
California race 

Instead, Jensen remained at 
his post in Alaincda County for 
12 yean. And from 1959 until 
1967, Ed Meese served with 
Jensen, as an Alameda deputy 
district attorney. 

When Ronald Reagan be- 
came President Ed Meese rec 
ommended that his former col- 
league, Jensen, be appointed as- 
sistant Attorney General in 
charge of the Criminal Division 
In 1983, when Rudolph Giu- 
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bam reaigned a* asaociate Attor- 
ney General— the No 3 .pot in 
the department— Jeaaen as- 
cended to that port 

So in early 19H4, when Ed- 
win Meeic became Attorney 
itncnl, hi* old Alameda 
< ouotry compatriot W M already 
in place, And Jensen was not 
atone A network, nicknamed 
the Alameda County Mafia, al- 
ready was ensconced ui Justice. 
No fewer than six former Ala- 
meda County law-enforcement 
officials held positions ranging 
from deputy assistant attorney 
In the tax division, to commis- 
sioner of naturalization and im- 
migration. The former Oakland 
deputy police chief had snagged 

Continued on Next Page 


a 


Get expert investment 
advice... with no strings 
attached!” “ — — — 


“With your personal compute^ you 
can get the same investment informa- 
tion and recommendations used by 
professional investors— and make you 
own buy and sell decisions. All you 
need is The Equalizer investment 
software from Charles Schwab? 

Charles R. Schwab, Chairman 

When you research the market with your 
computer and The Equalizer* software, you 
get the information you need without sales 

pressure: 

Just turn on your computer for 
news, quotes, and advice. 

The Equalizer gives you late-breaking 
news and quotes from Dow Jones New^ 

Re ^d!with Standard & Poor’s MarketScope* 
you get the same investment recommenda- 
tions used by the professionals. MarketScope 
gives you market commentary, stock and 
option recommendations, and STARS-- 
S & P's system for ranking stocks by their 

appreciation potential . 

And make your own trades! 

With The Equalizer, you can enter buy or 
sell orders yourself! Your orders go directly 
into Schwab's computer system, and on to tire 

3P K! £taXt orders at Ore market 
are often confirmed within seconds. 1 tveres 

no faster way to trade! 

Plus, when you trade through Schwab 
you can actually cut your commission costs 
by up to 76% of the rates charged by full- 
commission brokers. 



Keep your portfolio right 
at your fingertips. 

Whenever you use The Equalizer to trade 
through Schwab, your portfolio is updated 
automatically. And Schwab also updates your 
portfolio automatically as your stocks or 
options change in value. 

Receive a FREE Standard & Poor s 

Stock Guide! 

Send in for a free Equalizer brochure, and 
you’ll olso receive a free S & P Stock Guide- 
Just mail in the coupon below or call toll free 

1-800-453-9800 


r-i YES! Send me free information 
*“* about The Equlktr. And tend 

me • FREE S A P Stock Guide 
while uippliee fort! (Please allow 
4-6 week* for delivery) 



s tock cume 


Name 


Vw— fnt* 


Address 

City— 


Sute/Zip 


Daytime Phone— 


MNVAII 


Ora rles Schwab 

H.,wsrc£?£* s««j2*5J£ $ 

Mail to: 101 Montgora.^ Street . WVl 

San Francmco. CA !H w 1 

Oivr 100 offices to serve you 









8 A 


je Justice 

l#** 

M p+m Preceding Page 


J M 


i spot as director of the Na- 
tion.*' Institute of Justice. 

Under Mccse, Jensen rose 
to No. 2. and developed a repu- 
tation is 3 buffer between Ed 
Meese and hts critics, The 58- 
v ear-old Democrat was de- 
scribed as “soft-spoken*’ 
“apvhncar and a “gentleman 
of the old standard” in a 1986 
New York Times tribute, which 
added. “Colleagues say that Mr, 
J e-sea, belter than anyone else 
at the Justice Department, 
knows how to duck.” 

The Justice Department’s 
d.plomat had to duck when 
congressional investigators 
looking into the Iran-Contra 
ailarr reportedly found a Justice 
Department memo dated 
March 20, 1986, saying that 
Deputy Assistant Attorney 
General D. Lowell Jensen was 
g-vieg a “head-up” to the Na- 
tional Security Council, warn- 
ing that Miami federal prosecu- 
tors were on Otlic North’s trail. 

Bill Hamilton believes Jen- 
sen displayed the same talent 
for diplomatic bobbing and 
weaving throughout the INS- 
l-AW affair. When Hamilton 
pieced together the anomalies, 
he realized Jensen’s rise to 
power occurred in the fateful 
spring of 1983, when he re- 
ceived the call from Hadron, 
and all of his troubles began. 

“Jensen was promoted to 
associate Attorney General in 
May or June of ’83— and that’s 
when all the contract disputes 
came up.” Hamilton points out. 
Jensen exhibited a strong inter- 
est in the software contract and 
even served as chairman of the 
PROMTS oversight committee. 

In December of 1983, INS- 
LA W’s counsel, Elliott Richard- 
son, and Hamilton met with the 
assistant Attorney General for 
administration, Kevin Rooney 
They expressed their concern 
that Brick Brewer, the project 
manager on the INSLAW con- 
tract, was biased against the 
company because Bill Hamilton 
had fired Brewer some years 
earlier Rooney testified in a de- 
position that, a week later, he 
told Jensen’s oversight commit- 
tee that Richardson’s proposal 
seemed reasonable. It appeared 
that the dispute could be re- 
solved. But Rooney left the 
committee meeting early. After 
fee was gone, Hamilton says, 
“Mr. Jensen and the other 
members of the committee sur- 
prisingly approved a plan to ter- 
minate the word-processing part 
of the INSLAW contract with 
the department’s Executive Of- 
fice for U S. Attorneys.” 

In March of 1983. Hamilton 
alleges. Bill Tyson, formerly di- 
rector of that Executive Office, 
told Hamilton that a Presiden- 
tial appointee at Justice was bi- 
ased against INSLAW In 
March 1987, Tyson sent a hand- 
written letter to Jensen, reassur- 
irg him that he had denied this 
allegation under oath — and that 
he had not named Jensen as the 
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appointee in question. He also 
sent a note to Deputy Attorney 
General Arnold Burns. 

In a deposition, Tyson was 
asked 

“Did either Mr. Jensen or 
Mr. Burns ask you to write the 
letter?" 

No sir." 

Did you not realize that by 
writing a letter to Mr. Jensen of 
this type informing him of your 
intended testimony that he 
would then be able to develop 
his testimony to be consistent 
with yours?” 

“That was not my inten- 
tion." 

“But as an attorney, you re- 
alize that is a possibility, more 
than a possibility?” 

“Well, that was not my in- 


tention- ” 

In his ks S. : :~:c 
Judge Basoa chara*na~zec :< 
tioos of Tvsoa’s ti i imm as 

-t* 

“so ludicrous tkat t&ere s an 
way 1 can befieK nay# 
the man has to sa < 

A month fc**” mlkg Ac 
notes, Tyson was rcr. : ec :V : - 
hiis poszdoB in the Exccuovc Of- 
fice for Ui. Aatncys, asc he 
and his secrean w ent c 
Justice’s Immigrate— and Nat- 
uralization Ser- • : ; — : -iz ~ 

positions caaacMMe wflfe 
their grade levels. 

By pcoiattBg too amdh. Ty- 
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, , w < -it in the 

• , * ” ' , -* f mm| 

'"-eeve: longt.rr* f ftend 

fif W General Jen- 

XT 

r = * j «h an aggressive auor- 
ney with a reputation as very 
bright, ego-driven, and a loner 

“ V - -r,e Dickste.rx, Shapiro 
re it'.ec being v^wed as a 
“ - ve- or >o h« wai displaying 
' - -- - - ridepender.ee when he 
-.ti ~,uz ttixplauu that named 
early in October 1986 
-vet 2. me L.A Times ran 
» *«*y *inng the LNSLAW 
cstsc and the former rivalry be- 
- ter Htmuhoa and Jensen On 

-- r i Mt HM irr.ee 10 
set - r.e lav. firm, between 

Oca. 22 and Gcl 23, Ed Meese 
-t-t-tc M Canal about the 


*r t i. >_ 
^ jr 


.r a pre-trial interrogatory, 

I: Mbeae oMeeded that he 

Hi'- t general recoliecuoa of a 
'-oi ■ e"is...'jr. vi ;*^ Leonard Gar- 

- er, * m * iudi Mi Garment 
mrnrioaed that be had dts- 

t i SLA w’ with Arnold 
l ’ * mold the dep- 

- Attorney General who re- 
S-gTicd last week, replaced Jen- 
ztz v :itn Jensen left Washmg- 
tos to take a federal judgeship 
in Sac Francisco in the spring 


: i > to . 

When Barron's asked Leon- 
and Garment about the conver- 
r.i en ..tied D Leadi 
J r:.se' He ducked. “I know 
iwt was a suggestion by Meese 
— or one of his staff — saying he 
re and spore to me about 
INSLAW. Oh, he said it in 
pre-:r.a mteTiogatones? Then 
. . ,ii was a question of his 

r £ - -■ ^ , — ! _ ! Ti- 

Garment was more em- 
grihstic regarding Ratiner’s re- 
moval “No one in the Justice 
Dcgnmcnt or the whole U.S. 
govemaeat or the whole USA 
suggested to me that anything 
should be done With Rauner 
Nor do I 'er.enibcr mentioning 
I‘*SLaV» lo Meese” he con- 
tinues, “Look— 1 met with 
Meese around the date he men- 
tioned, and 1 discussed with him 
i matter of foreign policy, l was 
or. m v way to Israel . .. Mem- 
ory is so tricky, but I don’t have 
lightest recollection. 
r.'-a-y Garment collected his 
recoLecuons and summed up 
r posjuoa “ As Sam Goldwyn 

said. Include me out ’ " 

Rauncrs exit settlement 
W r± Dickstem. Shapiro bars 
Hb from discussing how and 
v r. he left But Hamilton be- 
_ r.es that Bums ^nd Meese ex- 
-'tssed dismay at the fact that 
- . < iiroed 'he spotlight on 

Jensen, After Banner gave up 
... --.i :.-e fir rr. CMBMW to 
represent IN SLAW, bui Hamil- 
ion feels their support waned 
Is January of 1987. Dick stem. 
Shapiro urged him to settle with 

J -j.suae for S) million -of which 






would go to pay 
Shapiro's fees. A few 
>r Hamilton switched 
,eys, in September, Judge 
awarded INSLAW 56 8 
iiu’iiK>n — plus attorneys’ fees. 

During the trial, Tony p a . 
aduto’s boss, Thomas Stanton. 
testified to another reason why 
Meese might have been inter- 
ested in the INSLAW case: 
INSLAW could besmirch the 
U.S. Trustee program. The U S 
Trustee’s Office had been re 
cently set up to administer 

bankruptcies nationwide, and it 

«*««“•* baby Meese made 
the decision to take the Trustee 
program national — even though 

5“ Tt'TT’ William F'«ch 

Smith, had planned to dttch the 
pilot Trustee program. 

Two of Pasciuto’s former 
colleagues in the Justice De 
panment a ; lege that the move 
° cp thc n tJ - S - Trustee pro- 
~h L? na S' antl y political. 

inlo ^rR T° f gCUmg Cron '^ 
nr ffiCe * There Would be 50 
or 60 positions to be filled,” one 

asserts. Stanton, the director of 

tbe Trustee program, seemed 

^-protected w,thin Justice 

T i S ?/ mer Pascmto colleague 
adds: It was always puzzling to 

me how he got away with what 
be got away with. He’d do 
things that were blatanti\ 
wrong and no one would ques- 
tion him— it’s kind of scary" 
Another former employee con- 
firms, "Irrespective of the law. 
or anything, if Stanton wanted 
something, he had the ear of the 
right people at the highest 
level straight from Burns to 
Meese. If he could not get what 
he needed, he went to Burns,** 

Outside Justice, bankruptcy J 
attorneys like Patrick Kavan- 
agh, a solo practitioner in Ba- 
kersfield, Calif., worry that the 
Trustee program “concentrates 
so much power in one govern- 
ment department. . . . It’s sup- 
posed to act as a watchdog over 
lawyers and trustees, but the 
problem is it’s more It has a 
considerable amount of power 
to control the administration 


When a case moves from 
bankruptcy to liquidation, the 
U.S Trustee’s Office names the 
trustee, who converts the assets, 
oversees an auction, and retains 
appraisers who will put a price 
Lag on the leavings. 

The U.S, Trustee’s program 
also links Justice and the IRS 
"The thing that's a little fright- 
ening about it is that the U S 
Trustee department sees itself as 
part of the tax-collecting func- 
tion of government,” observes 
Charles Docter, the bankruptcy 
attorney representing INSLAW j 
"The Justice Department repre- ; 
sents the IRS, and the IRS is 
often the biggest creditor in a 
liquidation " 

In the INSLAW case, tax 
collectors seem unusually deter- 
mined to sec their debt paid 
immediately "The IRS showed 
up ui Bill Hamilton’s office the , 
day after the trial ended in Au- 
gust. Ultimately, they would de- 
mand that he personally pay the 
SoOO.OOO that INSLAW owes” 
says Docter. "Usually the IRS 
calls us before coming to see 


one of our cLientc « l 
“We talk i 0 them m £ T” 
2 nd §« it straight " H Ph t ° nc 

doesn’t have the 5600 
per & in *‘ 22? ,n h “ 

pressure by* wrifin? ' h ' 
*h<ch INSLAW n 3 Ie “ Cr in 
Pfy 'he tMihhoWine IT l0 f 
^'e taxes within 30 da^s “N^ 
ma y ilv* Ido ~ z s Nor- 

Lately, Docter reDom 
aggressive IRs has ’ 

wi, hho | dl „ h “ b'en Pursu- 

after the individual who o'nTa 

d«!?*? an ^r ** Bul norma lly (hey 
* f for Ihc jugular immed, 

f ' lC f ° r * mo "on io 

Still on the bench, Judge 

D^h l Jn‘ 1 ? ana ^ ed l ° St ° P thc IPS 
pushto liquidate INSLAW 

^ hen thc tax collectors filed 

to convert INSLAW to Chapter 

. Docter recalls having a mem- 
orable conversation with an at- 
torney from the Justice Depart- 
ment s tax division. Docter 
chided the attomev from Jus- 
tice, saying “Look, the judge 
has already found that you tried 
to steal the software through 
‘trickery and deceit,* Isn’t it 
about time you stopped this 
heavy-handed stuff? Doesn’t 


23 e- 

™ a " d !: n8 & like taw! 

department.*’ 8 hc Jus,lcc 

nev 0 ^!" S l atCS lhal attor- 
y from Justice replied* “i 

The a,T «““«» J here 
And°W General does." 
be,. A pj B w Hamilton remem- 

Justice TV approved 'be 

awa ded after', 1"''''. b ° nU,C! 
in n . hc tn 4,1 was over 
n December of 1987 Three of 

wero X W , h ° J reccived bonuses 
ere involved, in the INSI AW 
case: 

„ r .? lcwart Schiffcr, who di- 
rectly supervised the INSLAW 
litigation, received $20,000 

th,. ^A C rr aCl Sbahcen ' bead of 
he Office of Professional Re- 
sponsibility,” $20,000 Shahcen 
wrote a letter to Arnold Burns 

°u* .if, 18 commending that 
whistleblower Pasciuto be fired 
for exercising “atrocious judg- 

mem * in telling the Hamiltons 
what he knew 

Lawrence McWhorter, Brick 
Brewer’s boss. $10,000, Me- 
Whoner, Judge Bason noicd, 
said, “ *1 don’t recall* or *1 don’t 
know’ something like 147 times 
in his deposition.” 1 he court 
found McWhorter’s testimony 
to be “totally unbelievable.” 
Arnold Burns, deputy Attor- 
ney General until just last week, 
headed up the panel that re- 


cr diii “ * 

Sa ">. Ml Hamnw/’eSrJdh!! 
°7 bonus. IBM LrjKsto 

msw ®,L mill i < ? d “ l ^ 

OUI of hi v 1 W ' U ba,i the 

of bankruptcy. “About SI 
U j will be used for soft- 

rNSLAwl' opn,e, L' 0 ,m ' era,t 

PM -A , Precis with 
IBM s own database software ” 

t ays ' “ and 51 -5 mil. 
; us *d to finance 

INSLAW s reorganization.” 

Deta.ls are still being negoti- 

IBM s law firm has drawn 
up a contract We expect to 
have it signed in two or three 
weeks, Hamilton adds 

In a 1981 speech, Edwin 
Meese had lauded INSI.AW’s 
work on PROMIS as “one or 
the greatest opportunities for 
success m thc future” It seems 
he was right The IBM deal pro- 
vides the clearest evidence of all 
of the product’s continuing 
value 

Still, the IRS persists in de- 
manding immediate payment — 
even though the pending IBM 
contract, not to mention the $8 
million owed by Justice, suggest 
that INSLAW will be able to 
pay its tax bill 

Charlie Docter, INSLAW’S 
attorney, comments on the IRS 
posture: “The whole thing 

smacks of a police state This 
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INSLAW 

8TJ. but they a ho C a n h . 
b»Ii«v, i, happened ,U "' 

^ hjt 'b« U S Justice De- 

delta that would end the career 
of a federal judge, bankrupt 
company, force a partner out or 
nts law firm, cause another fed- 
cra judge to recant under oath, 
and reach down and wreck the 
career of a 2 1 -year government- 
semce employee -that’s the 
stuff of a spy novel, set one 
would hope, in another country 
But resignations en masse from 
a Department of Justice inhab- 
ited by '‘moles’ suggest alarm- 
ing facts, not diverting fiction 

Bill Hamilton s story is noi 
based on imagination. It's based 
on experience, and there’s con- 
siderable circumstantial cvi 
dencc lhai he could have beer 
the victim of a California caba 
encompassing onetime mem 
bers of the Reagan gubernaio 
rial cabinet, and alumni of th< 
Alameda County Mafia. Ec 
Meese belonged to both groups 

Why did INSLAW' raie th< 
attention of such a powerfu 
group-* INSLAW was. one Sen 
ate staffer suggests, the leadinj 
edge of Justices $200 mithoi 
"Project Eagle.” a plan to com 

Continued on Next Pagi 
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ie Justice 

from Preceding Page 

putenze the department's tax 

division, criminal division and 

A " orne y's ofii« s . 

/ sSLAVr predates the four- 
year-old Project Eagle. and 
might we!J offer an easy entry to 
any company that wants to oar- 
ucipate in that program. The 
Justice Department has taken 
pains to say that INSLAW i* 
not involved in Project Eaali 
But Senate stafTers loMin-- 
b0.h INSLAW X ftgg Z° 


« le J«n1 so sure. 

** sam? J^?(e rn SCcr JJ s pan of 

chatrs: John J u" f mus *cal 

deputy assistant An' * rcs P««ed 
era! for infnrl . A,lorne y Gen- 

,cft Ia « summed a n<j CChn0logy ' 

S Govcrnmem d S rding 

IRM ><*' its four 

M the 

»*« »g te ss 


ganized its 

* nd . created a PU ‘* r °Pe«tioiu 

W h ™'"«. Stephen r' 

££* firSior^ 

Golgate was quoted* p [ iont *es, 
publication as « d m the tra de 
JJ* leadership of^e^ for 

><y Eagle is the tlh°\ 1 prior * ’ 
ac y that th^ Adm° ° 8y * Cg * 

Wan ‘ s to lembehiJ^ i,tfiti0rt 

Phcr Dodid'sYlaff who jP#!?* 
m0FC (han a year takes a 


moFC cynical view 

Wmethm^ Th« ' * t0 ,J ire I p aj 
Projects tc 

an ‘>opatcd f 0r a ij 1 *}*** 

wamcd'To^r^ 

* ■ i ttas 

likcjy anyone «\ j 0 u ^ VCr ’ ** Un ’ 

wirc anything. lU y ^^ t0 

new apenda Ptr- y ’ hcrcs 3 

*in 5£ VTSS. 1 ' ei,hCT 

And. belSre <<ZrS' °" 

“rficnt desire to tfdyV 
, , ^ l,cc had announced it\ 

iwo months ago. But ,n the 
end, just a week before Deputy 
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Arnold Butt., 

to hc 

•Uomey. Gary Pasciu «°’* 

from 

in* Ptud»»JS2? rad « l fir- 

in 'he hallway out.de ° er ' 0ull 5' 
1 was on a roll," confesses 

fer" Maa "!■“ m «- 

,u . C ' 11 * as somethme 

th i"ea- and no one 

Justice ultimately proposed 

J. P 3 ^I«J solution: Pajciuto 
should walk away. g0 work 
somewhere else, and they'd ac- 
knowledge he had been a to od 
employee 

During the meeting Simp- 
son did moil of the talking 
“Burns was really taking it on 
the chin,” he recalls ‘"He jerked 
back a couple of times, but he 
didn’t say anything More than 
once, he nodded assent When I 
stated that Blaokshear had re- 
canted. he nodded again And,"' 
Simpson concludes. “Burns 
didn't look like he *as hearing 
any of it for the first time " ~ 


O 


Where Are 

1 hey Now? 

Leigh Ratiner has left the 
practice of law'. The man who 
once negotiated the Law of the 
Sea treaty for the U S gov- 
ernment now runs bis ow n busi- 
ness, LSR Enterprises, a maker 
of filing systems for lawyers. 

Judge Bason, who was de- 
nied reappointment as a federal 
bankruptcy judge, is sull unem- 
ployed, and looking for work 
Judge Bason has no regrets, 
though he concedes he does not 
relish controversy Indeed 
Judge Bason tried to have him- 
self taken off the INSLAW case 
when it first came up “I talked 
to the chief justice of the Dis- 
trict Court and said. This has 
the potential of becoming a very 
hot potato.* I wasn't sure I 
wanted to get involved in it." 
George Bason is not, by temper- 
ament, a fighter. 

"My wife tells me Era very 
stubborn," the 56-year-old for- 
mer law professor confesses "It 
takes me a long time to make up 
my mind about things and 1 
tend to reserve judgment until 
I know as much as 1 can. But 
when 1 make up my mind. Rm 
very firm To a very aggressive 
person I may give the impres- 
sion of being a pushover, and 
when 1 prove not to be one. 
such people can be very angry." 

Tony Pasciulo is luckier He 
has been offered a good job 
at a large financial firm based 
in New York. If he takes n. hell 
be making a lateral move from 
Justice into the private sector 
Meanwhile, his attorney. Gary 
Simpson, awaits final word on 
Pasciuto's honorable discharge 
from the department. The pa- 
pers are scheduled to be signed 

today 
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The lengthy battle between the 
^ apartment of Justice and soft* 
H-ure company bsfav he. nil 

move - e courtroom to the 

^ taler this mnn^ 
w S en a te Jm Soaiy On - 

m it tee prepares to question 
Justice officials - including 
Attorney General Edwin Meese 

HI — about the Inslaw case. 

The committee has 
Justice that Meese an 
officials should aaceaz 
April 26 hearing to 
questions about the Inslaw aa 
a committee source said. The 
lawsuit is still m litigation. 

Other sources o 
committee continue 
case is expected toH|l 
senators" question lists. Even 
n no one asks about Inslav 
during the hearing, 
officials will have to^^l 
these questions in writing later, 
a Hill staff member said, 

A bankruptcy judge ruled last 
September that Justice inten- 
tionally stole ins law's proprie- 
tary case tracking software and 
drove Ins law into bankruptcy 
b> withholding payments. 

The attorney general's :es- 

w Mfc- tr 1, 

timony before the Senate Jucfr- 
cui> comm 1 1 1 ee i < a rou tine 
appearance that takes place 
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Links 

, ,P e £ u * y att °rney general 
Arnold Burns, who resigned 

® De fP«edIy fast week, may 

be beyond the committee's 
***sd±txm to require his testi- 
as he leaves office April 
* Ju r days before the Senate 
“eariQfc the Judidaiy Commit- 
tee source said. Bums’ name 
*een connected with the 
w in three ways. First, 
urt documents show that 
Kurtts discussed the case with 
Leonard Garment, a senior 
P®tner at Inslaw’s former law 
firm. Dickstein and Shapiro. 
Garment also discussed true 
Inslaw case separately with 
Meese, a d Garment did not 
tell Insfaw — his firm’s client 
at the time — about the 
discussions. Dick stein and 
Sr.apiro later withdrew as 
insfaw ’s counsel. 

Second, Bums’ New York law 
firm once employed Kenneth 
Rosen, the AT&T Co. counsel 
whose actions toward Inslaw 
drew fire from Inslaw’s unse- 
cured creditors’ committee 
[FCW, Feb, 15J- Inslaw’s re- 
quest for depositions from 
AT&T says Rosen inundated 
In slaw' s counsel with opposi- 
tions that possibly “aided the 
unlawful effort of the DOJ to 
liquidate insfaw.” 


Third, while he waited tor 

I confirmation to the 

Jkputy attorney general’s pos 

- * s ^ ve assurances tint he 
would deal with the Inslaw case 
personally. In a July 1986 letter 
to former senator Charles 
Maouas Jr., Buns wrote. “1 
will address the problem 
quickly, take a look at :he 
possibility of an amicable settle- 
ment, advise the committee if 
asked of the status of the case 
znd take even reasonable pre- 
caution to ensure that similar 
controversies are avoided.” 

The case is already the 
subject of an ongoing examina- 
tion by the Senate Permanent 
Subcommittee on ln\estrga- 
tions. Senators have written 
letters to Justice, and staff 
members are looking into pos- 
sible links between Justice's 
pending office automation pro- ‘ 
curement and the Insfaw case 
[FCW, March 7]. 

Inslaw president William Ha- 
milton said he hopes congres- 
sional interest wflB speed the 
matter's resolution. “The De- 
partment of Justice has been 
denying the obvious in us 
assertions that it did nothing 
wrong, and it’s about time an 
organization outside Justice got 
involved,” he said. “A new 
administration will be at justice 
soon, and certainly a new 
administration will not want to 
perpetuate this farce.” A 







Justice Department asks court to drop 

barring of three staffers in Inslaw case 


By BONAR MENNINGER 

The running fight between Washington- 
based Inslaw Inc. and the Department of 
Justice flared anew March -6 in a Justice 
Department court brief attacking an in* 
junction issued by Bankruptcy Judge 
George Bason Jr. last January. 

The Justice filing seeks to remove, 
pending appeal, an order barring three 
Justice Department o ficials from any in- 
volvement in the ongoing Justice Depart- 
ment-! nslaw litigation. 

The officials in question, C. Madison 
Brewer, Peter Videnieks and Jack Rugh, 
were found by Bason last September to have 
participated in a scheme of “fraud, trickery 
and deceit” aimed at bankrupting Inslaw 
and appropriating the company’s case track- 
ing software, known as “Promis.” 

According to the recent Justice filing, 
“the injunction will esentially deprive the 
government lawyers from their best sources 
of informat ion and advice. Indeed, (the in- 
junction) is apparently designee to do ex- 
actly that.” 

As well as prohibiting involvement in the 
actual Inslaw litigation. Brewer, Videnieks 
and Rugh are also barred from working 
with the Promis software in any caj>acity, or 
working to develop alternative or replace 
ment case tracking software. 

Despite the order, the hling acknowledges 
t hat Brewer and Rugh, as information man- 
agement executives in the Executive Office 
of U.S. Attorneys, “must deal with Promis 

every day of their working lives.” 

Justice attorneys argue in the filing that 
Bason had no legal or constitutional basis 
for prohibiting involvement by the three ol 

ficials. 

Bason was forced to step down as bank- 


ruptcy judge for the District of Columbia 
in early February after four years on the 
bench. Some attorneys and others have 
suggested Bason’s removal came as the re- 
sult of the Inslaw ruling, although no evi- 
dence to that effect has emerged. 

i he recently filed Justice document was 
submitted to Judge William Bryant, who 
is slated to consider the Department’s ap- 
peal of Bason’s ruling and the former 
judge’s subsequent award of about $8 mil- 
lion in damages to Inslaw. 

Another issue raised by the Justice De- 
partment filing is the extent to which the 
huge, so-called Project Eagle computer 
procurement may involve Inslaw’s Promis 
software. 

The $200 million procurement, the larg- 
est ever for the Justice Department, is for 
the acquisition of 12,000 mini-computer- 
driven word processors for a Department- 
wide data management system. 

The system will provide a flexible, inter- 
active network allowing for data transfer, 
electronic mail and a number of other 
managerial functions between Justice divi- 
sions. The contract should be awarded be- 
fore the end of the year, a department 
spokesman said. 

Although the recent Justice filing states 
that Project Eagle is in no way predicated 
on the Promis software, a Justice Depart- 
ment source said that the procurement 
was mentioned in the brief only because 
“Inslaw has alleged essentially every alle- 
gation they can think of, and we just want 
this issue to be addressed by the court. 

The source, however, did not rule out ex- 
panded use of Promis by the Department it 
Bason’s ruling that Inslaw owns the rights to 
the software is overturned on appeal. 
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Justice s Eagle: Trapped in Inslaw Snarl? 


By Tim McGraw 

GCN Staff 


I he Justice Department is trying to dis~ 
tance -Project Eagle, its $200 'million office 
automation program, from legal entangle- 
ments resulting from the Inslaw Inc. bank- 
ruptcy case. At the same time, the depart- 
ment is trying to ward off any delays 
Project Eagle might suffer from the con- 
tinuing controversy over Justice Depart- 
ment actions toward Inslaw, 

The department -has tied court papers 
stating the Project Eagle procurement has 
nothing to do with the Promis case man- 
agement software owned by Insiaw, a 
Washington, D.C., company that found it- 
self in bankruptcy court after the depart- 
ment suddenly canceled $1.5 million worth 

of contracts. 

But Inslaw attorneys argued Project Ea- 
gle’s success will depend on use of the 
Promis software that is the subject of the 

Justice -Inslaw dispute. 

The bankruptcy judge in the case ruled 

last fall the Justice Department had used 
"trickery, fraud and deceit” in its dealings 
wit h the company, seeking to drive Inslaw 
out of business and appropriate rights to us 
software. The judge, George R Bason Jr., 
awarded Inslaw $6.8 million ur retroactive 
licensing fees and nearly $1 million in attor- 
ney’s fees [GCN t March 4}. 

Bason also enjoined three Justice em- 
ployees from participating in any depart- 
ment activities concerning Inslaw because 
of their “biased, prejudicial and utterly hos- 
tile conduct” toward Inslaw, Two ot the 
three individuals - C. Madison Brewer 
and Jack S. Hugh — serve on the Project 
Eagle advisory committee and the Eagle 

technical committee, respectively. 

Bason found that Justice personnel 
forced Inslaw to give up tne source code lor 
its case management software before can 


celing the contracts, allowing Justice* to 
modify the software to run on several differ-, 
ent machines. 

The Justice Department described- the 
Inslaw case as merely a contract dispute 
involving data rights and is appealing 
Bason’s decision. As part of its appeal the 
department filed a motion before U.S, Dis- 
trict Judge William B. Bryant asking for a 
stay of the injunction or at least a clarifica- 
tion so the three employees, all executives 
in the administrative office' for the U.S. at- 
torneys, may continue working on Project 
Eagle. Department officials ‘claimed in 
court papers the injunction might delay the 
procurement. * 

The department is evaluating bids - for 
Eagle, a systems integration contract to be 
awarded by mid- 1988 for microcomputer 
and minicomputer hardware and software 
for office automation and case track mg in 
Justice’s Tax and Criminal divisions and 
the 94 U.S. attorneys’ offices. The U.S. at- 
torneys’ offices use Inslaw’s Promis case 

management software. 

Asked whether there was any connection 
between -the Inslaw case and Eagle, a de- 
partment attorney assigned to the case said 
department officials “didn t believe there 
was a connection, but we .wanted to ask the 

court if they view it that way. 1 ’ 

Speaking only on the condition ol ano- 
nymity, the attorney said the department 
was filing the motion “out of an abundance 
of caution. . . . There’s no doubt that Ins** 
will allege we were violating the injunction. 
We believe it's appropriate to bring this to 
the attention of the* court because we have 

been operating under a cloud. 

Commenting on the Justice filing 

chae! E. Friedlander an attorney wtththe 

firm of McDermott. W ill & Emery, which 

reo resenting Inslaw in the appeal, sai 
represent! g effectively asks the judge 
motion by Justice enecuveiy . F 

to approve the involvement in Project 


gle by the three individuals enjoined fr om 
participation in ‘anything mvohing InsU* 
or Promis, Friedlander said. 

“The facts that were proven in the Insist 
case were so egregious and so demon- 
strative of the outright bias and lack of 
impartiality on the part of - several critical 
members of the Department of Justice ; Ea- 
gle 1 evaluation team that they could not 
possibly act on Promis without negatively 
affecting Inalaw,” Friedlander said. 

Friedlander also suggested Justice would 
have to use the Promis software for Eagle 
because no suitable alternative is available. 

Justice's motion said the department had 
not decided whether the equipment pro- 
cured under Eagle will be required to run 
Promis* A computer's capability to run 
Promis, which is determinedly the avail- 
ability of a COBOL compiler, was not in- 
cluded in the request for proposals until the 
U.S. attorneys offices, which currently use 
Promis,. were brought into the procure- 
ment. That amendment to the RFP man- 
dated COBOL compilers for all CPUs, not 
just those used in the U.S. attorneys offices 

Stephen R. Colgate, deputy assistant at 
. torney general for information and admin- 
istrative services and director of PffiJ** 
Eagle since November, recently told 
he did not know why the amendments 
called for COBOL compilers. 

Meanwhile, the lnskiw*controvereyre- 

mains alive, not just in the jega^^ . 
process but also on Cepttol Hill 
Senate Judicial? Committee 's ^ria» 
for Justice Department £*■***££ 
The committee has informed 
Inslaw matter is one of several toeco 
tee may pursue in next week pui-ma- 
**3 m Senate 

nent Subcommittee o ^ natter. Some 
been mvest^ting th I whether 

there is a link to Project Eagle. 
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Ex- White House Counsel 
Nominated as U.S. Attorney 


By Lee Hockstader 

WashmKton Post Sl.iff Writer 

President Reagan nominated for- 
mer White House counse Jay B. 
Stephens yesterday as U.S. attor- 
ney for the District of Columbia, the 
top job in the largest federal pros- 
ecutor's office in the nation. 

Stephens had been serving in the 
job in an interim capacity since Feb. 
29, when Attorney General Edwin 
Meese III appointed him to the 
post. Under a 1986 law, the attor- 
ney general has the authority co 
name an interim U.S. attorney for 
120 days pending confirmation of a 
presidential nominee. 

The Senate Judiciary Committee 
generally takes six to eight weeks 


to confirm most U.S. attorneys, but 
that process may be longer if a 
nomination generates opposition. 

There is some speculation in the 
legal community here that Ste- 
phens' nomination could become 
embroiled in controversy — partic- 
ularly in this election year — if Dem- 
ocrats on the committee choose to 
focus on his cameo role in the Iran- 
contra affair. It was Stephens who 
called Fawn Hall, Lt. Col. Oliver L. 
North's former White House sec- 
retary, in November 1986 to ask 
about published repo ts ! hat North 
had shredded crucial documents. 

Hall testified in the Iran-contra 
hearings last summer that she told 
Stephens that "we shred every 
day." According to Hall's testimony, 
Stephens, a White House counsel at 


the time, did not press the matter. 
The White House then denied the 
reports of North's shredding. 

Stephens, 4 1, also may come m f<» 
criticism in the confirmation hearing! 
for his decision in I'JHd not to inves 
tigate allegations oi bi.r; against a 
Justice Department employee in 
volved in a contract dispute with a 
computer software company. Ste 
phens was a high-ranking Justice De» 
partment aide at the time. A federal 
bankruptcy judge, citing the failure to 
investigate, awarded the company, 
fnslaw, $6.8 million in damages. I he 
Justice Department is appealing the 


»pheni* an Iowa native who 

anted from Harvard Uwveisitv 
larva rd Law School, worked t«>i 

J.S. attorney's office a« l pros- 
>r in D.C. Superior Court from 
to 1981. In 1981 hi joined ,,ir 

■e Department as ft spe* mI 
D. Lowell Jensen, then became 
»ad of the department I crimitw 
mi. He joined the WWW 
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ACT 



A Small Software Firm Takes on 


Uncle Sam 


Inslaw’i 


And Wins 



of Justice paid off, and the message to fedei al 



users i 


INSIAW S HAMIl TON AND WIFE NANCY Litigation is a failure in imagination 


RY MARY JO f Oil i 


Sim e the early 1980 s, sofl- 
w ire vendors have Irccn at- 
tempting to make it clear to 
users (hat piracy is a serious 
offense, and that vendors 
aren’t going to take it any- 
more, Vendors in the miero- 

compuit i aiemi, especially 

Lotus Development Corp.. 
Microsoft Corp., Ashton- 
late, and a handful of others, 
are known for relentlessly 
pursuing copyright violators 
through legal channels. 

What makes the latest 
, ;im‘ his law hu v US. De- 
partment at Justnc — note 
wuiiin is that it is apparently 
one of the first instances of 

government computer soft 


ware users being successfully 

sued for pira< y. In fact, if I lie 
number of supportive < alls 
and queries that Inslaw, 
Washington, l),C , ha i e 

< eived from other vendor s 
following its nuic h publx i/cd 
trial is any indiealion. fedeial 

< omputer us* i * may find 

themselves facing much 

tougher copyright s< \ utiny 


Chapter 1 1 : Suing the 


As anyone who has evei 
toyed with ttie idea of iuing 
tlit 1 tKs or any oilier fedeial 
bureaucracy is probably 
aware, it’s difficult to bring 

suit against the government 
Those government contra* 
tors that want to do so musi 
go through a leng thy process 


to set ui e (he out hot i anon o 
the C onti a* I Appeals Lo ud 
If a company is in the 
midst ol ( haplei I t hanktupl 
i V ptui codings, lum c\ oi . It is 
able to sin' the teds Inslaw 

was in pist such eircuot 

stain os, pi miat ilv as a i esuli 
«il t he lust ice depat f incut s 
decision to withhold ne.ulv 

$jj million in payments owed 

for soft war e and set v u es 
*| tie loophole gave In daw (In 
“in it needed to hie against 
t lie Just i* e depai t uimi toi pi 
luting moie than lit) * opu s ol 

in .law's legal case tracking 

software. < ailed t’KOMfs 

“We never thought u 

would be necessary to 

savs Inslaw piesidcui 
, mi Uvu, William Hamilton I 
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with , M l* 30 c ohn - analyst 
" *n<irket research firm ln- 

P<n. Mountain View. Calif 

sees the case as indisputable 

evidence of “the growing an - 

porate consciousness sur- 

i minding the piracy issue." 

In 1985, the Dallas- 

based market researcher Fu- 
ture Computing Inc. found 

•hat m the $3.5 billion micro- 
computer office software 
woild, vendors were forfeit- 

nit, an exits $ 1 50 mtlfion in 
revenues due to piracy. 

Future Computing did 

not look at the mini and/or 
mainframe worlds, and it has 
not done an update to this 
study. Late last year, many of 
the top U S. software publish- 
ers, in conjunction with Apple 
Computer Corp., created a 
£ rou p — as yet unnamed, with 
a first-year budget of 

$850,000 — to tight offshore 
piracy. 

Rights Are Hof Self-Evident 

Others see the Inslaw 
case more as a lesson for 
firms doing business with 
the government. “Companies 
dealing with the government 
must be clear about who r e- 
ceives what rights” in terms 
ol software and service pro- 
curements, says Michael 

* wF 

Friedlander, lnslaw’s lead at- 
torney and a member of the 
Washington, D.C., firm of 
McDermott, Will & Emery. 

“This case is more about 
government dealings than 
pricing pitfalls,” Fried Linder 
says. “Companies many 
times are kowtowed into sign- 
ing standard government con- 
tracts. They need to guard 
against this,” 

By comparison, there is 
hv Engineering [Professional 
Software v. University of Cali- 
fornia at L<>s Angeles, which 
hvk. Riverside, Calif., lost due 
to an existing law whereby in- 
stitutions under stale govei n 
ment cannot Ik* sued for copy- 
right violations. 

In the course of the In- 
slaw tr ial, a numbei ol other 
interesting soil ware pricing 


•>mi damage assessment is- 
sues were raised: 

* the value of private sector 
tnhi,lu om ents of public do- 

main programs; 

* the extent to which pro- 
giants in different, narrowly 
denned niches can be com- 
pared for the purpose of as- 
sessment of value or dam- 
ages; 

* the impact of pricing policy 
changes (term licenses to 
perpetual licenses) on legal 
assessments ol program val- 
ue; and 

the extent to which use ver- 
sus possession may have an 
impact on disputes over uro- 
gram pricing. 

Business Built on felue Added 

01 these points, the pub- 
lic domain squabble was at the 
heart ot the Inslaw case; it is 
the issue around which the 
Justice department attempted 
to build its defense. 

Like many software and 
service vendors, Inslaw built 
its business on value it added 
to a public domain software 
program. It sold its timeshar- 
ing and batch updating ser- 
vices— and, later, its en- 


‘«nicea version of prom is to 

more than 150 courts and fed 

<■ ral. state, and local justice 

-igenaes using ihm 370, Wang 

V.S, an,) Unix System V 

systems. 

Under Court restric- 
lions, and to prevent possible 
predatory actions on the part 

ol the Justice department 
’ I/or other companies. Ins- 
law is prohibited by law from 
making the names of any of its 

customers public. 

desire for a Broader Base 

Lc ; iling under 

Chapter 11, the company, 
which had already developed 
and currently markets a tort- 
claim version of PROMIS for in- 
surance agencies, was work- 
ing on developing “legal ex- 
tensions ’ to its software to 
broaden its potential custom- 
er base. Inslaw counted ibm, 
at&t, Wang, and Mead Data 
Central among its strategic 
marketing partners. 

hi \ larch 1982, the com- 
pany signed a $10 million con- 
tract with the Justice depart- 
ment’s Executive Office of 
U.S. Attorneys to install its 
PROMIS case-tracking soft- 


ware in the 20 largest > 

prosecutors’ office/ ^ 

Wlde : as well as to develop", 
;ers.on of the program^ 

offices y 3n addltl0nal 70 

Although Inslaw's oriei- 
na 1 coni act stipulated only in- 
stallation and servicing of the 
original pu blic domain version 
of I KOMIS, Inslaw in the 

t n han1r e u ad Spent more 

man $8 million to enhance 
I’KOMis and was interested in 
renegotiating the contract to 

tiiKc into account the work it 
had done, justice agreed to a 
type of on-sight approval poli- 
cy with Inslaw, but once it ob- 
tained a copy of the source 



Part II: Inslaw vs. AT&T? 

As it looks now, the 1 department of Justice may not be the 
only entity likely to be squaring off with Inslaw Inc. In Janu- 
ary, the U.S. Bankruptcy Court of the District of Columbia 
approved Inslaw’s petition to be allowed to take depositions 
from key AT&T Information Systems personnel and legal 
counsel. 

Inslaw's lawyers, McDermott, Will & Emery, are be- 
lieved to be building a case against AT&T, claiming that it 
colluded with the Justice department to force Inslaw into 
liquidation in exchange for favorable treatment in procure- 
ment bidding. AT&T did not comment on t ris charge by press 

time. 

In its pleading. Inslaw alleged that AT&T breached a 
contract it had established with Inslaw in August 1984 for 
Inslaw to migrate some of its applications products onto 
AT&T hardware under Unix. AT&T expected the contract to 
bring Inslaw $30 million to $40 million over five years. 

( >nce Inslaw had filed for bankruptcy protection under 
Chanter 1 1 AT&T moved to terminate its contract with the 
company-despite assurances from Inslaw that it would be 
able to deliver product as scheduled as long as AT&T provid- 
ed it with the appropriate development hardware an 

software. 


A NUMBER OF 
INTERESTING 
SOFTWARE 
PRICING 
QUESTIONS 
WERE RAISED 
BY THE CASE. 


code, it promptly refused to 
negotiate licensing fees for 
the use of enhanced software. 
It withheld cost, fee, and R&D 
payments of $1.8 million, ter- 
minated its contract with in- 
slaw, and went on to pirate 
more than 20 copies of the pri- 
vately enhanced software. 

By April 1985, Inslaw’s 
billabies and the loss of the 
DOj contract forced Hamilton 
to file for Chapter 11 
bankruptcy. 

When Cougfct, Users Must Pay 

In its suit, Inslaw sought 
to base its calculation of dam- 
ages of $6-8 million on its per- 
petual lease pricing policy. 
The Justice Department 
countered Inslaw’s claim with 
an offer to pay no more than 


30 DATAMATION APRHlS. 1988 





S"S bn ’ f« uin « that the 

culation of damages should 
be based only on how long and 

( vv 0x1 ent the software 
was used, and on annual lease 
ai rangements that were avail- 
able from Inslaw during the 
ponod when the department 
pirated more than 20 versions 
of prom is for use in its region- 
al offices and at least a dozen 
satellite facilities. Thus, a key 
issue in arguments for and 
against uislaw’s claims was 
how to determine the value o ! 
products developed for a 
unique market. 

The technical merits of 
the Inslaw case was decided 
largely on the testimony of 
expert witnesses. Appearing 
for Inslaw was Bernard Gold- 
stein, a cofounder of the Soft- 
ware and Services Industry 
Association (ADAPSO) and a 
principal in the Fort Lee, N.J., 
investment and software ac- 
quisition firm Broadview 
Associates. 

Goldstein concurred 
with the reasonableness of 
Inslaw’s pricing schedule and 
the changes the company in- 
troduced into its schedule as 
it shifted from term licensing 
to perpetual licensing agree- 
ments. Ironically, the bottom 
line, according to Goldstein, 
is “when users steal software 
and don’t get the enhance- 
ments, should they be 
charged for those enhance- 
ments’’ if and when they are 
caught. His answer? A re- 
sounding yes. 

While the court’s deci- 
sion on behalf of Inslaw bodes 
well for software vendors, the 
company is hardly out of the 
woods, and it could be many 
months before it receives the 
awarded funds. What the In- 
slaw case means for software 
users is more immediate: be- 
ware. Even the shroud of ied- 
eral bureaucratic mystique 
is not enough to protect 
pirates. 


Mary Jo Foley is a Washing- 
ton, D. C.- based business and 
technology writer : 
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L AST SEPTEMBER, a federal bankruptcy 
judge ruled against the Justice Department 
E ; a case involving INSLAW, a computer 
software company. The company had a multimil- 
lion-dollar contract with the department to pro- 
vide software that is used in U,S. attorneys 
offices across the country. The company alleged 
that the contract was sabotaged by a Justice 
Department attorney who had been fired by 
INSLAW, and when the firm was forced into 
reorganization in bankruptcy the judge agreed, 
excoriating the department for "outrageous, de- 
ceitful, fraudulent” conduct "demonstrating con- 
tempt for both the law and any principle of fair 
dealing.” At the time, it was all too clear that a 
public accounting was urgent to explain 1) how 
the former INSLAW employee came to be put in 
charge of the contract and 2) why no one in the 
department took seriously the company's charges 
of conflict of interest. 

No such accounting has been made, and a 
series of recent events has given rise to new 
charges. The bankruptcy judge who ruled in t favor 
of INSLAW was not reappointed, and even though 
this decision was made by a judicial commis- 
sion— not the justice Department— the judge 
believes his ouster may be linked to the case, 
then the attorney who argued the INSLAW case 
for the Justice Department was appointed to the 
vacant position on the bench. And another depart 


rnent official who met with INSLAW principals 
and discussed possible bias against them in the 
department was threatened with dismissal. 


Now Barron's, a business and financial weekly, 
has published two long articles about the case that 
raise far more substantial charges. They boil down 
to an implication that the Justice Department was 
engaged in a vendetta against INSLA W designed to 
put the company out of business so that some 
friends of the attorney general could make some 
money. Specifically, these articles point out that 
another computer company, Hadron, tried to l ake 
over INSLAW, a competitor for Justice Department 
contracts, and chat Hadron is controlled by Dr. Earl 
Brian, an old friend of Mr. Meese. 

Department spokesmen deny any impropriety 
in these contract matters, and they may well be 


ight. But once again there is the familiar pattern 
>f the attorney general's personal friends profit- 
ng by doing public business — this time with his 
>wn department. The Senate Permanent Sub- 
romrnittee on Investigations is looking into the 
NSLAW matter, and the Senate Judiciary Com- 
nittee intends to raise this case at oversight 
learings later this month. These panels have a 
erious responsibility to get a oonvmung 
ietailed explanation from the deparunent r. 

"hat could be a major contracting scandal m the 
ustice Department. 
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By LEIGH RIVENBARK 


The Department of Justice and Wash- 
ington software developer Inslaw Inc. 
are trading charges in recently filed 
court papers about the relationship 
between DOJ’s $200 million office 
automation procurement and Inslaw 
litigation tracking software, which a 
court ruled D i )} stole from the company. 

In the filings, DOJ maintained that its 
office automation procurement, called 
Project Eagle, “does not entail the 
maintenance, upgrade, expansion or 
replacement' ’ of Inslaw’s case tracking 
software, called Promis. 

Inslaw in turn alleged that Justice’s 
statements about Promis are “calculated 
to deceive” and that Project Eagle will 
affect the software’s future use at 
Justice, 

The reference to Project Eagle in the 
case is a new development tied to the 
roles of three Justice officials. The 
bankruptcy court’s Jan. 25 ruling against 
Justice included an injunction prohibiting 
C. Madison Brewer III, Peter Videnieks 
and Jack Rugh from any future involve- 
ment with Promis because, the judge 
ruled, they were instrumental in misap- 
propriating Promis for Justice, 

Brewer is associate director of infor- 
mation management in the Executive 
Office of the U.S. Attorneys, and Rugh 
is assistant director for information 
systems in the same office. Both men 
are members of Project 5 Cagle advisory 
committees. 
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Fears About Promis 4 fale 

Potential c itKPnrnh Hab are 
important because the — 
officials enjoined from any 
with Promis are in 
posifions on Eagl e a 
ments. 

While Inslaw c;i:e. 
may prejudice the procncnot igast 
Inslaw, Justice aignes the officials* 
expertise is essentia. 
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fe. In July 1987, 
nwefified a version of 
Frorais* namul the modified version 
USACTS-H and nqght use USACTS- 
II on equipment procured through 

The zxpmctaoQ also may 
two other projects, according to 
Jusface. V idenieks was nyfanif?] adviser 
OW Jusroe’s contract with Inslaw. Until 
the court issued the injunction. 
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an ,W P grarnS devel °P ed at Justice as 
an interim measure to assist some U S 

attorneys offices until Project Eagle 

2". rL - u SA<-TS, are unrelated to 
_romis and are implemented in offices 

that do not use Promis, the Justice filing 
said. Instaw argued that the in-house 
programs will compete with Promis 
once Project Eagle equipment is in place. 

1 he Inslaw case is before the 
iJepartment of Transportation Board of 
Contract Appeals, which handles con- 
tract appeals involving the Department 
of Justice. Justice alleged the injunction 
prohibits Brewer, Rugh and Videnieks 
from assisting with Justice's cases 
before the board and in court. 

But In slaw said Justice had already 
discussed the interpretation of the 
injunction with the judge who issued it, 
former bankruptcy judge George Bason 
Jr. Justice used Hugh's services exten- 
sively in preparing its case after Bason 
issued the injunction, Insiaw's filing 
said. ◄ 
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April 25, 


Appalled 
To the Editor: 

After reading the first install- 
ment of “Beneath Contempt” 
(March 21), 1 think the Justice 
Department should be renamed 
the KGB. I can’t imagine such a 
thing [a company’s being forced 
into bankruptcy, so that the 
computer software it had devel- 
oped could, according to a fed- 
eral judge’s ruling, be stolen 
through “trickery, deceit and 
fraud”] being sanctioned in one 
of our high government agen- 
cies. 

Throw the rascals out! 

Mary F. Weber 
Ocala Ha. 


* 


April 25, 1988 

To the Editor: 

Maggie Mahar’s article in- 
spires the following Ode to Jus- 
tice: 

Oh bountiful, for specious 
guys, 

For ample ways of gain; 

For poor performing cur- 
rency 

To cause financial drain. 
America! America! 

God shed His grace on thee; 
And, drown thy hoods 
With boosted goods. 

From sleaze to shining 
sleaze. 

Owen S. Surman 

Boston 


Hadron’s View 

To the Editor: 

The April 4 article “Rogue 
Justice” contained misleading, 
as well as inaccurate, statements 
about myself and Hadron Inc, 

5 H begm with Bill Hamilton 
of INSLAW. As I told your 
reporter, Maggie Mahar, I do 
not recall talking with anyone at 
INSLAW, much /ess Hamilton. 
Second, even if I had spoken to 
Hamilton by telephone, as I 
have to hundreds of persons 
over the past five years, I cer- 
tainly could not, and would 
not, have nade any implied or 
explicit threats. Third, the first 
time any member o? Hadron’s 
board of directors learned of 


INSLAW was through media 
reports of its financial troubles. 

Regarding your reporter’s 
suggestion that Hadron is “well- 
connected in the Administra- 
tion,” Hadron management has 
never had an interest in being 
“well-connected.” For anyone 
with knowledge of U.S. gov- 
ernment procurement proce- 
dures, this is an empty state- 
ment, Being “well-connected” is 
more apt to lessen business op- 
portunities than enhance them. 
Hadron has no major contract 
that was not won in an open 
competitive procurement. This 
is true with respect to our con- 
tract with the Department of 
Justice. Hadron happens to be 


MAILBAG 
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eminently qualified in litigation 
support, having worked in this 
area for many years. The so- 
called gigantic contract was 
won through the open competi- 
tive process and has a potential 
value of $40 million over five 
years. T his level of business is 
about the same as Hadron had 
been performing for the De- 
partment of Justice, in the same 
area and business, prior to this 
specific award. No director of 
Hadron has asked to [commu- 
nicate with], nor communicated 
with, any person in the U.S. 
government (including the De- 
partment of Justice), regarding 
this contract. 

The $1.6 million settlement 
with the Agency for Interna- 
tional Development ! AID) had 
nothing to do with Hadron’s 
1987 revenues or profit, this 
settlement was a result of can- 
cellation of a contract through 
no fault of Hadron. In fact, Ha- 
dron still carries $400,000 of 
costs on its books attributed 
to this contract cancellation, 
and has appealed to the Armed 
Services Contract Appeals 
Board ’or resolution of this cost 
claim. Thus, the AID money is 
anything but the “boon from 
Uncle Sam” that Mahar re- 
corded. 

Dominic A. Laiti 

President, 

Hadron Inc. 

Fairfax, Va. 

* * 




May 2, 1988 

More on INSLAW 
To the Editor: 

Three cheers to Barron's for 
publishing “Rogue Justice”! I 
found Maggie Mahar’s two-part 
article (March 18, April 4) on 
IN SLAW’s persecution appall- 
ing and very disturbing. Justice 
may have ultimately prevailed, 
but at what cost? 

Judge George Bason —a man 
of integrity who did not shirk 

from duty— was BiU Hamilton’s 
only real defense against a very 
stacked deck from the “Justice” 
Department. This is a judge 
very worthy of the title “Honor- 
able.” 

Contrast him with Judge 
Cornelius Blackshear who re- 
canted onginal testimony with 
the feeble excuse of fewer peo- 
ple being hurt. 

Sitting judges with the integ- 
rity, discipline, compassion— 
and yes— stubbornness of 

George Bason are the individ- 
ual citizen’s best protection 
against abusive use of power by 
appointed officials. 

But Bason is forced out, and 
Blackshear remains. That’s 
:scary. 

Fred Harms 
T ulsa, Okla, 

* * * 


* 
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Did Meese, 
aides damage 
software firm? 

By Steve Goldberg 

Media General News Service 

WASHINGTON — Congressional 
investigators are probing allegations 
that high Justice Department offi- 
cials, including Attorney General Ed- 
win Meese, may have tried to drive a 
computer software firm out of busi- 
ness after it rebuffed a takeover bid 
by another firm partly owned by a 
Meese friend and former business as- 
sociate. 

The charges are potentially the 
most serious yet raised against the 
attorney general because they center 
on actions taken within the Justice 
Department, congressional staff 
members said. 

"If the allegations are true, this is a 
case where Meese has used the De- 
partment of Justice to help the inan- 
dal interests of his friend,” one staff 
member said. 

Most other allegations of wrongdo- 
ing against Meese have involved in- 
stances where he talked to officials of 
other agencies on behalf of friends 
and business associates. An indepen- 
den: counsel is investigating some of 
those events and plans to issue a re- 
port this month. 

The new matter “has been gro- 
tesque." said Bill Hamilton, head of 

Continued on page 3. col. 1 


Continued from first page 

INSLAW, the computer software firm 
that has been battling the Justice De- 
partment for five years. "We now feel 
that we figured out what happened 
and it’s a very serious perversion of 
the chief law enforcement agency of 
this country” 

The Senate Permanent Subcom- 
mittee on Investigations and the Judi- 
ciary Committee are conducting in- 
vestigations. 

Hamilton formed INSLAW in 1981 
to market a computer software pro- 
gram designed to help prosecutors 
keep track of their cases. He got a $10 
million Justice Department contract 
The program could become much 
more valuable after the end of this 
year when the Justice Department 
awards the first $200 million of a 
contract to computerize the Justice 
Department 

The INSLAW contract got off to a 
bad start The Justice Department 
employee assigned to supervise it had 
been fired by Hamilton from a job In 
1971, a Judge recently held The em- 
ployee denies he was fired. 

But Hamilton said the real trouble 
began In 1963 when be got a telephone 
call from Hadron Inc., offering to buy 
him out When Hamilton refused, he 
said, Dominic Laiti, Hadron’s presi- 
dent, threatened him. 

“We have ways of making you sell,” 
Hamilton quoted Laiti as saying. He 
later added, “We have very good po- 
litical connections in the current ad- 
ministration." 

Laiti said he doesn’t recall ever 
even talking to anyone at INSLAW 
One of Hadron’s directors and chief 
stockholders is Dr. Earl Brian, a 
friend of Meese ’s since they served in 
Gov. Ronald Reagan’s Cabinet in Cal- 
ifornia. 

Other business relationships be- 
tween Meese and Dr. Brian were a 
central matter m a 1964 independent 
counsel** investigation into Meese 
that delayed his condrmatioti as at- 
torney general Meese was cleared in 
that probe, 


Though a Hadron subsidiary holds 
a $40 million software contract with 
the Justice Department, Dr. Brian 
said he didn’t even know about the 
$200 million project to begin comput- 
erizing the Justice Department 
He said that on the advice of his 
lawyer, be hadn’t talked to Meese 
since the start of the 1984 probe. 

“It looks like to me that somebody, 
somewhere has just decided to use 
this as a get-Meese operation,” Dr. 
Brian said, "It's made out of whole 
cloth.” 

Within three months of the Hadron 
phone call, Hamilton said, the Justice 
Department began holding up pay- 
ments to INSLAW. Eventually, INS- 
LAW was forced to file for reorgani- 
zation under the federal bankruptcy 
laws because Justice Department of- 
ficials wouldn’t pay, 

Hamilton enlisted former Attorney 
General Elliott Richardson, who 
talked with Justice Department offi- 
cials over several months to no avail 
“I cannot Imagine treating any citi- 
zen of the United States dealing with 
the government in a manner that does 
not have the courtesy, even after 
months of reiterated efforts, to ad- 
dress the merits of the citizen's posi- 
tion,” Richardson later told the bank- 
ruptcy court 

George Bason, the bankruptcy 
udge, ruled in September that Jus- 
tice Department officials had en- 
gaged in "outrageous, deceitful, 
fraudulent” conduct and had con- 
spired to force the company into in- 
solvency. He awarded INSLAW $6.8 
million in damages. 

The Justice Department is appeal- 
ing the award. Agency officials argue 
that INSLAW did not deliver all the 
software promised and that their 
overhead soared during the contract 
In addition, the Justice Depart- 
ment said the software was theirs to 
use because Hamilton hid developed 
much of it white working under gov- 
ernment contract in the 1970s 
Bason said the Justice Department 
claims were unfounded 


Within months after his ruling. Ba- 
son was off the bench, failiog to win 
routine reappointment. His replace- 
ment was one of the Justice Depart- 
ment attorneys who had argued 
against INSLAW before Bason. 

“All the people involved in the deci- 
sion not to reappoint me have failed 
and refused to state any rational ba- 
sis for that decision,” Bason said last 
week, 

The decision to replace Bason was 
made by three panels of lawyers and 
judges, several of whom had worked 
in the Reagan Justice Department 
Bason was accused of administrative 
fallings. 

Hamilton blames many of his woes 
on D. lowell Jensen, a top Justice 
Department official from 1981 until 
he was named a district court judge 
in 1986. Jensen has denied he ever did 
anything to hurt INSLAW, 

Jensen was Meese’s boss In the Ala- 
meda County district attorney's of- 
fice in California In the 1960s. The two 
have remained close ever since. 

Jensen had developed a software 
similar to INSLAW's In the 1970s and 
Hamilton said he had consistently dis- 
paraged INSLAW’s software. 

Congressional investigators are 
probing whether Meese and Jensen, 
who was Meese’s deputy, may have 
both been Involved in trying to drive 
INSLAW out of business. The reasons 
for their suspicions Include: 

• To argue his case in bankruptcy 
court, Hamilton retained Leigh Ra- 
tiner, a law partner of Leonard Gar- 
ment, who had represented Meese in 
1984 After Ratiner filed Hamilton's 
bankruptcy court complaint against 
the Justice Department, criticizing 
Jensen, Ratiner was reportedly 
forced out of the firm he had worked 
with for 10 years, 

Meese, in sworn testimony, has ac- 
knowledged a “general recollection 
of the INSLAW case being mentioned 
tn a conversation with Garment. 

> A congressional staff member said. 
“Mv suspicion is the on‘.\ reason 


Meese called Garment is to have Ra- 
tiner fired." 

But Garment said, “If anyone at the 
Justice Department suggested I fire a 
partner, I’d throw him out the win- 
dow” 

Ratiner said last week that he once 
asked E. Robert Wallach, one of the 
law firm’s consultants and a longtime 
associate of Meese, to intervene. “He 
told me the case would never settle," 
Ratiner said. “1 assume he had talked 
to high-level people, either Meese or 
Jensen.” 


• Cornelius Blackshear, trustee of 
the New York bankruptcy office, tes- 
tified that pressure was applied by his 
superior at the Justice Department in 
Washington to have a trustee from 
New York sent to Washington to take 
control of the INSLAW bankruptcy 
and force the firm to liquidate its 
assets rather than reorganize 

B ackshear, who is now a judge, 
later changed his testimony, but, ac- 
cording to Barron’s magazine, appar- 
ently now has returned to his original 
story 

• Anthony Pasciuto, a Justice De- 
partment employee who made the 
same allegations as Blackshear, has 
been forced to leave the department. 

* 

The independent counsel’s office, 
headed by James McKay, reportedly 
has recently heard allegations in the 
computer software matter, but will 
not take any action McKay may, 
however, recommend that another in- 
dependent counsel examine them. 

Meese is already under pressure to 
resign because of McKay s investiga- 
tion. 
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BUECHNER calls FOR meese resignation 

New information on Inslaw Case casts "A r 

ts A Lengthening shadow" 

WASHINGTON--U.S n Pn t , „ 

following today: ^ Rep * JaCk ^uechner (R-Kirkwood) announced the 

AttornIy e General P Mi" tm « nt ' 1 raust toda y call for the re,- 
After tho f 1 Edwin Meese from his cost- 5, ^ he resj gnatJon of 

rcer the disclosure of new infnn^h P 1 at the Department of Justice 

Attorney General at best can onl v q ° n regardin U the INSLAW ca 

scornful attention, and at worst » rVe 1 °“ t !’ is tenure as a m 
accomplishments of the: Reagan admj nistration^" 1 " 9 Shadow over fc he best 

under 

name reoccurs in a growing L*!? L hl ". or without his department. Hi 
tradition of our legal system ho °f c . q “? stlona We activities. Tn the bos 

BCt°^? e t^lou g bt^^ ^ ® "eU. 

IS&tt of ""previous ^ — 

The Attorney General ^nofan efected'of f’ -°-T ° eneral l ? step down ‘ 
electorate to determine his faJ-P -- h- ? ffj ^ Jal who car ^ waj for the 

the United States of America and hh^rh* f ^ ProseCutjn 9 Attorney for 

America , and the chief lawyer in a nation of laws. 

'•General Meese must be held accountable for what transpired in his 

that 1 ™ man^K 1 "^' ? aV<? P ara P hras ed Theodore Roosevelt's maxim 

the law “ , 1 L ab T a r bSl ? W tbS laW ' We need to add 'those who enforce 
tne law will be judged a s though they were the law.' 

f“ d ? e ' a d f c , ision in the INSLAW case, that the Just ice Department had 
engaged in trickery, fraud, and deceit' raises serious ethical question:; 
about the events taking place under his watch. For the Attorney General 
to allow or assent to the calculated destruction of a man's livelihood 
represents an inexcusable disregard for justice. Whether malfeasant or 
misfeasant, it cannot be tolerated. 

As the American Bar Association's (ABA) Model Code of Professional 
Responsibility states in Canon 9: "While a lawyer should guard against 

otherwise proper conduct that has a tendency to diminish public 
confidence in the legal system or in the legal profession, his duty to 
clients or to the public should never be subordinate merely because the 
full discharge of his obligation may be misunderstood or may tend to 
subject him or the legal profession to criticism. When explicit ethical 
guidance does not exist, a lawyer should determine his conduct by acting 
in a manner that promotes public confidence in the jntegrjty and 
efficiency of the legal system and the legal profession." 

“Considering the time, the allegations arid his position as a lawyer, 
Meese owes it to his staff, his president, and most of all to his client, 
the United States of America, to voluntarily step down from his position. 

Time and the judicial system will ultimately judge if Edwin Meese was a 
violator or a victim. 


t 


“The motto of the Justice Department is °Qu i fro Domino Just it la 
Sequitur' . When the Attorney General does not, as t lie- motto says, 
justice for the people, 1 then justice will not be blind; it will b< 
mocked . " 
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Spell Out the Meese Case 


James McKay, the mde pendent counsel investi- 
gating conflict of interest charges involving Attor- 
ney General Edwin Meese, has publicly stated he 
probably won’t seek a ■ indictment. But be also 
must report to the court that appointed him, and 
much public speculation now focuses on the content 
of that report. To hope that it wiB either explicitly 
exonerate Mr. Meese or force his resignation, how- 
ever, is to misunderstand the Hmitpd function of the 
independent counsel. 

Mr. McKay is a prosecutor, not a moral om- 
budsman. His main task is to determine the facts 
behind allegations of misconduct, and he enjoys 
enough independence to credibly investigate the 
highest Federal officials, including the Attorney 
General himself. But his responsibility remains lim- 
ited to the facts. They may be damaging or extenu- 
ating, but if they don't call for an indictment neither 
do they call for an essay on ethics from Mr. McKay. 

Four years ago a previous Meese investigator, 
Jacob Stein, walked the proper narrow line He re- 
jected requests from critics mid defenders alike to 
go beyond his legal charter and render moral judg- 
ments about Mr. Meese* s acceptance of financial 
favors from friends who got government jobs. 

Mr. Stein did not seek an indictment. He filed a 
385 -page narrati ve detailing the facts and accepting 


Mr. Meese's defense that he lacked criminal intent 
in several questioned transactions. That narrative 
was damning enough. It ought to have prevented the 
Attorney General’s confirmation, but the Senate ap- 
plied the Meese standard — all but outright crooks 
may serve — and confirmed him. 

In one respect Mr. McKay has said he'll go be- 
yond Mr. Stein and handle misgivings about Mr. 
Meese’s questionable but non-indictable conduct 
differently. He will refer some matters that prove 
non-cnminal to the “appropriate administrative au- 
thorities,” presumably the agencies of the Justice 
Department or White House responsible for inter- 
nal inquiries into ethical lapses. Congress in renew- 
ing and strengthening the Independent Counsel Act 
has made clear that special prosecutors have the 
same right as regular Federal attorneys to report to 
other agencies. 

Mr. McKay did not say whether those referrals 
will themselves be made public in his report or 
otherwise. Regular prosecutors may make such re- 
ferrals public; so should Mr. McKay. The public 
may reasonably expect Mr. McKay to produce a re- 
port that fully sets forth the charges and the leads 
pursued and otherwise demons! rates a complete in- 
vest igation. With that in hand, the public will be 
capable of drawing its own conclusions. 





